
TCFD REPORT

At discoverIE, we understand the urgent need to 
preserve our planet for future generations and to 
mitigate the impact of climate change. We contribute 
to the transition to a low carbon economy through our 
products that help others reduce their emissions, and 
through our operations by committing to become a net 
zero emissions business.

Climate-related risks and opportunities are routinely considered in our strategic and 
financial planning, operational management, M&A and capital allocation decisions. 
In this report, we outline how we identify, assess, and manage these risks and 
opportunities, as well as our plan for transitioning to a low carbon economy.

This report is prepared in accordance with UK Listing Rules 9.8.6 and is consistent 
with the recommended disclosures of the Taskforce for Climate-Related Financial 
Disclosures (“TCFD”). Being in the electrical and electronic components sector, the 
Group follows the TCFD’s All Sector Guidance in preparation of this report. 

What’s in the TCFD report:

Risk  
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Governance

Page 67
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GOVERNANCE

1

TCFD recommended disclosures Further information

a. describe the board’s oversight of climate-related risks 
and opportunities

b. describe management’s role in assessing and managing 
climate related risks and opportunities 

 ■ Corporate Governance Report Pages 102 to 113

 ■ Risk management pages 87 to 90
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The Sustainability Committee was 
established in April 2022 and currently 
encompasses all Board members. As 
all members of the Board are present 
at Committee meetings, the full Board 
is aware of the matters discussed, 
including climate-related issues. 

The Group Chief Executive, supported 
by the Group Management 
Committee (“GMC”), is responsible 
for setting the Group’s sustainability 
strategies and targets. The GMC 
oversees implementation and reviews 
progress against our sustainability 
commitment and targets. All papers 
and updates prepared for the 
Sustainability Committee, including 
those relating to climate change, are 
reviewed and discussed by the GMC 
before submission to the Sustainability 

While the Board has responsibility for overseeing our 
approach to sustainability, the Sustainability Committee 
(the “Committee”), on behalf of the Board, reviews 
the Group’s sustainability strategies and policies, and 
oversees and monitors practices and performance 
against commitments and targets. 

Committee, allowing GMC members 
to develop their understanding of 
sustainability matters and provide 
input. 

The Group Sustainability Team 
(“GST”), comprises members with 
sustainability, finance, legal and 
operations experience, and is 
responsible for monitoring, reviewing, 
consolidating and reporting the 
Group’s operating businesses’ progress 
on sustainability implementation. 
It reports to the Sustainability 
Committee and the GMC. The 
GST drives sustainability initiatives 
throughout the Group, and works 
closely with divisional management 
and individual operating businesses 
on implementing the Group’s 
sustainability strategy. 

Together with the Group Risk and 
Internal Audit and Group Finance 
teams, the GST identifies and assesses 
climate-related risks and opportunities, 
which are then reviewed and 
discussed by the GMC. Action plans 
to mitigate such risks are drawn up 
and agreed upon by the GMC, and 
investment required to implement 
these plans are factored into the 
annual budgets.  

Our sustainability governance 
framework describes our approach 
to managing sustainability, including 
climate-related issues.

Sustainability Governance 
Framework
During FY2023, the Sustainability 
Committee met three times and 
climate change-related matters were 
discussed by the Committee at all of 
these meetings. The Sustainability 
Committee reviewed each key action 
of the Group’s three sustainability 
pillars and progress against our 
targets. Further details of our 
sustainability performance can be 
found on pages 64 to 65 and 84 of this 
Annual Report and Accounts. 

During the year, the Sustainability 
Committee reviewed and approved 
the Group’s net zero commitment 
and associated plans. Alongside this, 
the Sustainability Committee also 
spent time considering the climate 
change-related risks and opportunities 
facing the Group in the context of 
the TCFD pillars. Each of the risks and 
opportunities was reviewed, and those 
identified as the most potentially 
impactful to the Group were discussed 
in detail. The Sustainability Committee 
acknowledges that this is an evolving 

process, with the methodologies 
applied being continually refined, 
and that the discussions support the 
development of the Committee’s 
understanding of these risks and 
opportunities and provide context for 
our net zero plans. 

 Details of our net zero plans can be 
found on pages 81 to 86 of this report
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discoverIE Board

Operating Business Management

 ■ Responsible for the implementation of sustainability initiatives guided by the  
Group Sustainability Team and progress against their individual ESG objectives

 ■ Provides suggestions for initiatives and feedback (including from the wider workforce)

 ■ Shares best practices with other operating businesses

Group Management 
Committee  

 ■ Chaired by the Group 
Chief Executive

 ■ Management 
responsibility for the 
Group’s sustainability 
strategies, targets and 
performance, guided 
by the Sustainability 
Committee

 ■ Ensures sufficient 
funding for the 
implementation of the 
sustainability plans

 ■ Ensures sustainability 
matters are factored 
into the consideration 
of acquisitions

Divisional  
Management  

 ■ Comprises the heads 
of the two divisions 
and divisional finance

 ■ Ensures that 
operating business 
management holds 
primary responsibility 
and accountability 
for sustainability 
performance in 
collaboration 
with the Group 
Sustainability Team

 ■ Oversees major 
climate mitigation 
capital expenditure

Sustainability  
Committee  

 ■ Chaired by an 
independent Non-
Executive Director 
with years of 
combined operational, 
management 
and board level 
experience in ESG

 ■ Responsible for the 
governance of ESG 
matters

 ■ Oversees the Group’s 
sustainability 
approach, policies, 
performance and 
commitments

 ■ Ensures that effective 
systems and processes 
are maintained

Group  
Sustainability Team 

 ■ Comprises members 
with sustainability, 
operational, finance 
and legal experience

 ■ Responsible for driving 
sustainability initiatives 
throughout the Group

 ■ Provides guidance to 
operating businesses 
on sustainability 
practices and facilitates 
knowledge sharing

 ■ Ensures alignment 
with global best 
practice

 ■ Reports to the 
Sustainability 
Committee and 
the GMC

Other Board 
Committees  

 ■ Audit and Risk 
Committee assesses 
and reviews climate-
related risks and 
opportunities as part of 
the risk management 
process

 ■ Remuneration 
Committee works 
closely together with 
the Sustainability 
Committee to ensure 
pay is aligned with the 
Group’s sustainability 
objectives

 See Directors’ 
Remuneration Report 
on page 125 to 146 for 
more details

Group Risk and  
Internal Audit 

 ■ Identifies and 
assesses ESG-related 
risks, including 
climate change, 
in collaboration 
with the Group 
Sustainability Team

 ■ Evaluates existing 
mitigating actions and 
controls

Corporate 
Governance 
Code, 
management 
systems, 
processes, 
policies and 
standards
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STRATEGY

2

TCFD recommended disclosures Further information

a. describe the climate-related risks  
and opportunities the organisation has identified over 
the short, medium and long term

b. describe the impact of climate-related risks and 
opportunities on the organisation’s businesses, strategy, 
and financial planning

c. describe the resilience of the organisation’s strategy, 
taking into consideration different climate-related 
scenarios, including a 2°C or lower scenario 

 ■ Principal risks and uncertainties, pages 91 to 96
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 See pages 47 to 50 of our 2022 Annual 
Report for more details

In 2021, we undertook an initial qualitative and 
quantitative analysis of the resilience of our business 
model and strategy under two climate scenarios – 
RCP2.6 and RCP8.5, being the best- and worst-case 
scenarios projected by the Intergovernmental Panel on 
Climate Change (“IPCC”). The analysis showed that the 
Group’s business model and strategy were not expected 
to be materially affected by climate-related risks and 
opportunities, and that the net financial impact of climate 
change was considered to be immaterial. 
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Global average surface temperature change  
(relative to 1986–2005)

Climate-related risks and opportunities
Estimated 
financial  
impact Timeframe

Scenario 
sensitivity

Short Medium Long 2DS BAU

Transition  
risks

1    Capital markets shifting 
investment to low carbon 
activities Unquantifiable ■■■■ ■■

2    Changing customer 
preferences } £5-9m

■■■ ■■
3    Substitution of existing 

customer products  
and services ■■■ ■■

4    Commodity and raw 
material price increases £4-8m ■■■■ ■■■

Physical  
risks

5    Acute risks, e.g.  
extreme weather events }

 
£7-9m

■■ ■■■■
6    Chronic risks, e.g. rising sea 

levels and temperature ■ ■■■■

Climate 
related 
opportunities

7    Acceleration of  
renewable energy market £9-17m ■■■■ ■■■

8    Electrification of 
transportation £1-2m ■■■■ ■■■

9    Electrification and 
automation of plant  
and machinery £4-9m ■■■ ■■

■■■■ High likelihood
■■■
■■
■ Low likelihood

Anticipated onset of risks and opportunities
Estimated full impact of risks and opportunities
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In order to better understand the 
potential financial impact of climate-
related risks on the Group’s Statement 
of Financial Position and future cash 
flows, during the year we conducted 
further analysis and detailed financial 
modelling for the identified risks and 
opportunities. The financial impact is 
considered in the estimates of future 
cash flows used in the Group’s goodwill 
impairment and viability assessment, 
as detailed on pages 97 and 98 of our 
2023 Annual Report.

We assess and report the climate 
change-related transition risks and 
opportunities on short (up to 3 
years), medium (3-7 years) and long 
(more than 7 years) term bases. For 
physical risks, we define short term 
as the period up to 2030, medium 
term up to 2050 and long term up 
to 2100. Given the fast-changing and 
unpredictable nature of economic 
and environmental conditions, 
the potential financial impact was 
modelled up to 2030 only. 

During the process, we identified and 
assessed 12 climate change-related 
risks, of which eight were transition 
risks and four physical. Following this, 
we then prioritised four transition risks 
and two physical risks, being those 
with the highest risk scores, based on 
a combination of impact magnitude 
and likelihood. 

We also identified three climate-
related opportunities. We modelled 
the financial impact of these six risks 
and three opportunities. Assessment 
of the 12 climate-related risks, and 
their potential financial impact, can be 
found on page 72.



The Intergovernmental  
Panel on Climate Change
The Intergovernmental Panel 
on Climate Change (“IPCC”) 
projects four Representative 
Concentration Pathways (“RCP”) 
or scenarios for climate change.

RCP2.6 is the peak or best-case 
scenario where the rise of surface 
temperature is kept below 2oC 
(“2DS”). This is equivalent to 
IEA’s Sustainable Development 
Scenario (SDS). 

RCP8.5 is the business-as-usual 
(“BAU”) or worst-case scenario, 
which projects that surface 
temperature will increase by 4oC. 
This is equivalent to the IEA’s 
Stated Policies Scenario (STEPS).
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of capital markets shifting investment 
to low carbon activities, which may 
impede the Group’s acquisition-fuelled 
growth strategy. 

The other key risks include customers 
shifting to low carbon substitutes, 
and raw material price increases. The 
financial impact of these risks was 
modelled by applying appropriate 
assumptions of attrition rate to 
affected revenues for the 2DS and BAU 
scenarios, respectively. 

For the physical risks, we took full 
mitigation costs into account. In the 
case of possible site relocations due 
to changes of climate pattern, we 

factored in relocation costs such as fit-
out, staff relocation, recruitment and 
training, and certification, as well as 
insurance coverage. Because the risk 
profiles were similar for both scenarios, 
the same mitigation approach was 
applied to both scenarios.

For the climate-related opportunities, 
we applied an estimated excess 
growth rate to each of the 
opportunities in the 2DS scenario and 
halved the rate in the BAU scenario 
on the assumption that growth in 
renewable energy, electrification of 
transportation, and automation would 
accelerate under the more aggressive 
reduction scenario. 

We considered materiality both in 
terms of potential financial impact 
on the Group and the importance of 
climate change to our internal and 
external stakeholders. The outcome 
of the assessment showed that under 
both 2DS and BAU scenarios the 
net financial impact over the seven 
year period to 2030 is immaterial 
and represents c.1-2% of the Group’s 
operating cash flows. The net 
financial impact considered both 
the increased operational costs of 
quantifiable climate-related risks and 
mitigation costs, offset by the benefits 
arising from the climate-related 
opportunities. 



1  Capital markets shift investment to low carbon activities

2  Customers and suppliers preference shifts to low carbon products

3  Substitution of existing customer products and services with lower emissions options

4  Increased stakeholder concern or negative stakeholder feedback from lack of climate action plan

5  Increased energy costs due to increasing carbon taxes and alternative low emission energy sources

6  Increase in commodity and raw material prices due to high market demand and supply shortages

7  Increased borrowing costs 

8  Mandatory environmental standards or requirements for existing products and services

9  Increased severity of extreme weather events

10  Changes in precipitation patterns and extreme variability in weather patterns

11  Rising average temperature

12  Rising sea levels

TCFD REPORT

Climate-related risk matrix
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Aided by the WTW Climate Diagnostic Analytical Tool, we also assessed the emerging trends affecting the exposure of 
our physical assets to climate-related risks in the medium (up to 2050) and long term (up to 2100) under two scenarios: 
RCP 4.5 and the BAU. We chose RCP 4.5 instead of the 2DS scenario for assessing physical risks because it is assumed 
that our assets would not be at risk if long-term temperature rise maintains at 20C or below. RCP 4.5 is the current climate 
development trajectory, which we have chosen for physical risk assessment for prudency. It is estimated that 35% of the 
Group’s 82 facilities would be exposed to some sorts of physical risks, such as heat stress, precipitation and river flood. A 
handful of sites were more vulnerable, the costs of which were also factored into the financial impact model.
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Sites exposed to significant climate risks in 2050*:

Fort Wayne, Indiana, USA 
Heat stress / precipitation

Minneapolis, Minnesota, USA  
Heat stress / precipitation

Fort Wayne, Indiana, USA 
River flood

Rotterdam,  
The Netherlands   
River flood / sea level rise

Foshan, China 
Heat stress / precipitation

Drammen, Norway  
Precipitation

Bangalore, India 
Heat stress / precipitation

Sri Lanka 
Heat stress / precipitation

Egham, UK 
River flood

Climate Diagnostic Analytic Tool  
by Willis Towers Watson.

Climate-related risk matrix

* Sites with total insured asset value of 
more than US$15m. Insured asset value is 
defined as the total property value and the 
insured gross profit over a certain period  
of time. This is not the accounting value  
of the site.

The graph below shows the estimated total values that were considered to be at risk to the evolving climate trends over 
the short, medium and long term. The estimated values of exposure were defined as the total property value and insurable 
gross profit of the affected sites.  

In summary, the estimated net financial impact of climate-related risks and opportunities is considered immaterial to 
the Group in the short term (up to 2030). However, we also recognise that climate change remains a threat to the Group’s 
assets in the long term and that there are growing expectations amongst our stakeholders that we, as a responsible 
corporate citizen, address climate risks in our business operations. As such, we have incorporated climate-related risks into 
our principal risks and uncertainties and managed them as such. 
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1

Risk Risk description Our response

Capital markets shifting 
investment to low carbon 
activities

Timeframe  

Medium - long term

Our growth strategy relies on 
both organic sales generation and 
acquisitions. Both require capital 
investment. We may need to raise 
additional funding in the capital 
markets. The shifting of investment 
to low carbon or green activities may 
impact our ability to raise capital or 
increase our cost of capital, in turn 
reducing our ability to invest in the 
existing business or acquire new 
businesses.

Our strategy focuses on markets with 
structural, sustainable growth, such 
as renewable energy, electrification of 
transportation, industrial automation 
and connectivity, all of which support 
the transition to a low carbon economy. 
Operationally, we constantly work to improve 
market perceptions by providing timely and 
transparent disclosures.

FY2023 progress

 ■ Target market revenue increased from 
76% to 77% 

 ■ Announced SBTi-aligned net zero 
commitment and Scope 1 & 2 
reductions plan

 ■ Made disclosures on the Carbon Disclosure 
Project (CDP) for the first time

 ■ Rated A by MSCI ESG Research and 
Regional Top Rated Company (Europe) by 
Sustainalytics.

Linked to strategy 

 
 

  See Our Strategy on pages 26 to 30

Climate-related risks: transition risks
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2

Risk Risk description Our response

Changing customers 
preference to low 
emissions alternatives

Timeframe  

Medium - long term

The majority of our customers are 
industrial OEMs. They may adopt 
an aggressive approach to reduce 
emissions in their value chain. They 
may switch to low emission versions of 
products or suppliers.

We have long-lasting relationships with 
our customers. Our business model of 
designing and manufacturing customised 
electronics means that we work closely and 
collaboratively with our customers, which 
allows us to understand their needs and 
requirements well. Our engineers design 
products with customers’ requirements in 
mind, ensuring technical compatibility as well 
as environmental compliance.

We have set emission reduction targets and 
made good progress against these. This 
helps our customers reduce their Scope 3 
emissions. In addition, we aim to have 80% of 
our sales covered by ISO 14001 Environmental 
Management System certification, which will 
give our customers further confidence.

We also work closely with our customers and 
suppliers to find better solutions to reduce 
carbon emissions where possible, such as 
replacing plastic packaging with sustainable 
options.

FY2023 progress

 ■ Reduced Group Scope 1 & 2 emissions for 
continuing operations by 35% against the 
CY2021 baseline, despite acquisitions

 ■ Two more sites achieved ISO 14001 
environmental management system 
certification.

Linked to strategy 

 See Our Strategy on pages 26 to 30

Climate-related risks: transition risks
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4

Risk Risk description Our response

Increasing costs of 
commodity and raw 
materials

Timeframe  

Short - long term

Some of our products use raw 
materials, such as copper and 
aluminium, which are also used in 
electric vehicles and electrification 
projects. Prices of such materials 
are expected to continue to rise as 
supply cannot meet rapid increases in 
demand. Significant price rises may 
cause customers to switch to low cost 
suppliers. The raw material shortage 
may impact our ability to continue to 
supply certain products. 

Our products are designed and customised 
for specific applications and are priced 
according to project specifications and 
material costs at the point in time, which 
to some extent protects the Group from 
price fluctuation. Furthermore, our products 
are designed in applications and are often 
protected by our design IP. Our technical 
knowhow and reliable delivery engender 
long-lasting customer relationships.  

Our supply chain is resilient, as tested and 
proven during the pandemic. We source 
materials and components from multiple 
suppliers where possible, except for those 
specified by customers. Copper and 
aluminium have similar conductivity and can 
be interchangeable in some cases. 

Linked to strategy 

 See Our Strategy on pages 26 to 30

TCFD REPORT

3

Risk Risk description Our response

New and emerging 
technologies substitute 
our customers’ existing 
products and services

Timeframe  

Short - long term

We supply to industrial OEMs. If our 
customers’ existing products and 
services become obsolete, our ability 
to achieve growth well above GDP may 
be impacted.

Our products are designed and built on well 
established technologies that are adaptable.  
They are applicable to many industrial 
applications. Our product and technologies 
portfolio and customer base are broad. We 
do not rely heavily on single customers or 
end markets. Our customer concentration 
is considered low, with the top 10 customers 
representing around a quarter of Group 
revenue. In addition, we continue to diversify 
our product and customer base organically 
and through acquisitions, reducing our risk 
exposure.

FY2023 progress

Completed two more acquisitions during the 
year, Magnasphere and CDT. The acquisitions 
give the Group exposure to new verticals, 
such as the security sector.

Linked to strategy 

 See Our Strategy on pages 26 to 30

Climate-related risks: transition risks
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5

Risk Risk description Our response

Acute risks

Extreme weather events such 
as cyclones or floods

Timeframe  

Short - long term

Increased severity of extreme weather 
events, such as cyclones and floods, 
may disrupt production activities and 
incur higher operating costs.

The Group has 82 sites globally, including 32 
manufacturing facilities across Asia, Europe 
and North America. Some production 
activities can be transferred to other locations 
to ensure business continuity, if necessary. We 
have experience in moving manufacturing 
between sites where circumstances require 
us to do so.

FY2023 progress

 ■ Identified the manufacturing sites that 
are most vulnerable to extreme weather 
and assessed alternative options should 
situations require

 ■ Assessed the costs for relocating the site 
that may be affected by climate hazards.

6

Risk Risk description Our response

Chronic risks

Gradual changes in key climate 
variables such as temperature, 
humidity and precipitation

Timeframe  

Medium - long term

Rising average temperature causes 
heat stress, drought, wildfires and 
changes in rainfall patterns. Some of 
the Group’s manufacturing sites are 
in areas exposed to heat stress and 
precipitation, and some are at risk of 
rising sea levels. Our workforce may be 
affected if the average temperature 
continues to rise. Our supply chain 
may also be disrupted, causing delays 
and cancellations.  

Using the WTW Climate Diagnostic Analytical 
Tool, we have identified a number of sites 
that may be affected by changing climate 
patterns in the next 30 and 80 years. The 
analysis showed rising temperatures and 
precipitation were likely to impact a number 
of our businesses. Based on the insured 
asset value of each site and the predicted 
future impact, we have prioritised six sites 
for further analysis and investigation. We are 
now working on plans that aim to mitigate 
the key risks within the next ten years. For 
leased properties at high-risk sites, relocation 
may also be considered when the lease is up 
for renewal.

FY2023 progress

 ■ External assessments were carried out at 
two of the six sites regarding energy usage 
and the work environment. Measures to 
mitigate heat stress were evaluated

 ■ Assessed the costs of relocating the site 
that may be affected by rising sea levels.

Climate-related risks: physical risks
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7

Opportunity Opportunity description Our response

Acceleration of renewable 
energy 

Timeframe  

Short - long term

Driven by decarbonisation and 
increasing regulations, the renewable 
energy market will continue to grow 
in the BAU scenario and accelerate 
in the 2DS scenario. The International 
Energy Agency has estimated over 
half of energy generated will be from 
renewable sources by 2050.

Renewable energy is one of our target 
markets, and we are leading in the fields we 
serve, such as transformers for wind turbines 
and DC isolator switches for solar systems. Our 
products can also be applied to other types of 
renewable energy, such as hydro, which will be 
an addition to our existing renewable energy 
exposure.

Our broad range of technologies is applicable 
to many parts of the renewable energy value 
chain. From generation to transportation and 
distribution, we will be able to take advantage 
of these opportunities. 

Linked to strategy 

 See Our Strategy on pages 26 to 30

9

Opportunity Opportunity description Our response

Acceleration of plant and 
machinery automation 

Timeframe  

Medium - long term

Climate change could reduce 
productivity as the workforce is 
impacted and production disrupted. 
An increasing number of companies 
will look to automate processes to 
improve efficiency and productivity.

Industrial and connectivity are our largest 
target markets. Our fibre optic and wireless 
connections and a broad range of sensing 
capabilities, essential for automation, will 
enable us to continue growing in this market.

Linked to strategy 

 See Our Strategy on pages 26 to 30

8

Opportunity Opportunity description Our response

Acceleration of 
electrification  
of transportation 

Timeframe  

Short - long term

Decarbonisation and the recent 
energy crisis have driven the 
acceleration of the electrification 
of transportation. This is reflected 
both in personal vehicles and mass 
transportation infrastructure. It is 
estimated that around USD 1 trillion 
will be invested in transportation by 
2050 to meet global net zero goals. 

Transportation is one of the major sources 
of carbon emissions globally. Switching to 
cleaner methods of transportation is crucial 
for meeting the net zero goals of many 
governments. 

Being one of the Group’s target markets, we 
focus on mass transportation, such as rail, 
buses, and ships, and specialist vehicles, such 
as delivery trucks. We are targeting retrofitting 
ageing systems as well as developing new 
applications. In addition, our knowledge 
and knowhow of magnetic components will 
enable us to take advantage of growth in the 
electric vehicle infrastructure market, such as 
charging stations.   

Linked to strategy 

 See Our Strategy on pages 26 to 30

Climate-related opportunities

78



RISK MANAGEMENT

3

TCFD recommended disclosures Further information

a. describe the organisation’s process for identifying and 
assessing climate-related risks

b. describe the organisation’s process for managing 
climate-related risks 

c. describe how processes for identifying, assessing, and 
managing climate-related risks are integrated into the 
organisation’s overall risk management

 ■ Risk management pages 87 to 90

As part of the climate change scenario 
analysis exercise, a multi-function 
working group was established in 
2022. This comprises members from 
finance, divisional management, risk 
and internal audit, and the GST. This 
working group is a subset of the GMC. 

In identifying and assessing climate-
related risks to the Group’s operations, 
assets, and reputation, we used 
primarily a top-down approach. Given 
the Group’s decentralised structure, 

Climate-related risks are considered one of our principal 
risks and this is reflected in our financial reporting. The 
process for identifying climate-related risks is integrated 
into our risk management framework.

we consider this approach more 
appropriate for assessing climate-
related risks, particularly physical 
ones. However, we have also taken 
a bottom-up approach by factoring 
in the feedback from our operating 
businesses where appropriate.

The scenario analysis working group 
conducted a top-down review of the 
Group’s climate-related risks and 
opportunities in order to identify new 
or emerging risks and opportunities. 

The assessment considers two 
categories of climate-related risks: the 
transition to a low carbon economy 
(transition risks) and risks associated 
with the physical impacts of climate 
change (physical risks).  The risks 
assessed for both the 2DS and BAU 
scenarios were drought, heat stress, 
fire weather, precipitation, river and 
coastal flood and tropical cyclone.
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TCFD REPORT

How we identify and prioritise 
climate-related risks
To assess transition risks, we engaged 
with each operating business to 
better understand the preferences 
of our customers, suppliers and 
employees and the challenges they 
face in tackling climate change. The 
outcome was factored in during the 
risk identification process. Each risk 
was discussed and scored based 
on the probability and magnitude 
of potential financial impact, and 
the multiplication of the two scores 
determined the materiality of the 
risk. Through this process, the 
most material risks were identified. 
Those risks that were deemed to 
be quantifiable were included in 
the financial modelling. Existing 
mitigations and progress made 
were also factored in during the 
quantification process. Cost and 
benefit analysis for the mitigations 
of each quantifiable risk was carried 
out. A 10-year discounted cashflow 
forecast was modelled for both 2DS 
and BAU scenarios, using a discount 
rate equalling the Group’s weighted 
average cost of capital. 

For physical risks, we used the WTW 
Climate Diagnostic Analytical Tool 
to help us with scenario analysis. 
We assessed our resilience in a time 
horizon between 10-80 years for 
relatability with asset lifespan, as 
recommended for TCFD. The WTW 
Climate Diagnostic Analytical Tool 
considered insured asset value and 
combined exposure to extreme 

weather events (acute risks) and  
to gradual changes in weather 
patterns (chronic risks) for each of 
our 82 facilities globally, including 
warehouses and offices. Based on the 
insured asset value and risk exposure, 
each site scored between 1 and 5   
(5 being the highest risk). For those 
with the highest scores, mitigation 
plans were drawn up, and associated 
costs were assessed and factored into 
the scenario financial models. 

Once the climate-related risks were 
identified and prioritised, the financial 
impact of the key risks up to 2030 was 
modelled and assessed for both 2DS 
and BAU scenarios. The key climate 
risks, mitigation plans, and the net 
financial impact in both scenarios 
were presented and discussed at 
the GMC before being reviewed by 
the Sustainability Committee, which 
also included the Chairs of the Audit 
Committee and Remuneration 
Committee. 

How we manage  
climate-related risks
We use the scenario analysis to inform 
our decision-making in the following 
areas:

 ■ Strategic and financial planning

 ■ Capital investment

 ■ Acquisition suitability assessment 

 ■ Goodwill impairment assessment

 ■ Insurance 

 ■ Lease renewals and procurement  
of new leases 

Climate-related risks are managed as 
part of the Group risk management 
process, alongside other strategic 
and operational risks and, as with all 
matters in the Group Risk Register, 
these risks are reviewed annually. 
Action plans to mitigate such risks 
are managed and reported at Group 
level, whereas the responsibility for 
implementing the plans is delegated 
to the management of the operating 
businesses. 

The GST conducts annual reviews with 
operating business management 
at the end of each financial year 
regarding progress against their 
ESG objectives. This is then reported 
to and discussed with the GMC 
and Sustainability Committee. The 
operating businesses report on ESG 
progress, including carbon reduction 
actions, in quarterly business reviews 
chaired by the divisional heads. The 
GST also provides progress updates to 
the Sustainability Committee at each 
Committee meeting. 

Climate-related risks and mitigation 
progress are monitored by the Risk 
and Internal Audit team on an ongoing 
basis, which updates the Audit and 
Risk Committee at each meeting.
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METRICS & TARGETS

4

TCFD recommended disclosures Further information

a. disclose the metrics used by the organisation to assess 
climate-related risks and opportunities in line with its 
strategy and risk management process

b. disclose Scope 1, Scope 2, and if appropriate, Scope 3 
GHG emissions, and the related risks 

c. describe the targets used by the organisation to 
manage climate-related risks and opportunities and 
performance against targets

 ■ Strategic and operational review, pages 32 to 38

 ■ Key strategic indicators, page 30

 ■ Our business model, pages 18 and 19

In November 2022, we announced 
our commitment to achieve net zero 
emissions and set science-based 
targets for the medium and long 
term. The net zero commitment was a 
significant step up from our previous 
target. 

We aim to achieve net zero emissions 
for Scope 1 & 2 by 2030 and for Scope 
3 by 2040, and have published a 
transition plan for net zero Scope 1 & 2 
emissions by 2030. 

Since our journey of tackling carbon emissions began in 
2020, we have reduced our Scope 1 & 2 carbon emission 
intensity by 50% against the 2019 baseline. This was 
achieved two years ahead of our original target to achieve 
that reduction within five years.

Key elements of the plan and all 
material information are contained 
in this report. Supplementary 
information can be found in the Road 
to Net Zero Emissions Report on our 
website www.discoverIEplc.com 

The following sections outline the 
progress we have made in the 
past year.

Scope 1 & 2
Our net zero plan for Scope 1 & 2 
focuses primarily on addressing four of 
the Group’s largest emission sources: 
electricity, natural gas, company cars 
and refrigerants, and aims to achieve 
an absolute reduction of 65% by 2025 
against the 2021 baseline. In CY2022, 
we reduced Scope 1 & 2 emissions for 
continuing operations in absolute 
terms by 35%, primarily driven by more 
sites switching to renewable sources 
and reduced gas and electricity 
consumption.
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Scope 1 & 2 emissions by source

Reduce Replace Remove

Reduce energy intensity 
across the Group

Replace higher carbon  
energy sources with lower  

or zero carbon options

Invest in removing emissions  
that cannot be replaced 

or reduced

TCFD REPORT

Electricity 73%

Natural gas 13%

Company-owned cars 7%

Refrigerants 1% Other 6%

To accelerate the transition  
to net zero emissions, we 
have set out our strategy and 
a detailed plan to reduce our 
Scope 1 & 2 emissions.

Our net zero strategy has three priorities:  
Reduce, Replace and Remove.

EMISSIONS
BY SOURCE
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Action Milestones

Reduce Reduce energy intensity by promoting process efficiency, 
employee awareness and engagement

 ■ All Group sites complete 
energy audits by the end 
of 2023

 ■ Reduce energy intensity  
by 10% by 2030 

Replace Install solar panels in Sri Lanka and Thailand  ■ Complete by mid-2023

Switch to zero emission energy sources through direct 
tariffs or renewable energy certificates ("RECs")

 ■ 80% zero emission energy  
by 2025, and 100% by 2030

Replace gas heating with electric options  ■ 90% by 2029

Replace company-owned cars with fully electric vehicles  ■ 100% EV by 2030

Remove Remove all refrigerants  ■ 100% by 2025

Invest in carbon removal projects to remove residual emissions  ■ In 2030 and beyond

1 Total emissions include all companies owned by the Group as at the end of each calendar year. 

Based on the strategy, we have developed the following action plan and milestones:

Target time horizon

100%

90%

80%

70%

60%

50%

40%

30%

20%

0%

10%

2021 2023 2025 2027 2029 2030

7,745 tCO 2e

30% 
reduction

65% 
reduction

80% 
reduction

90% 
reduction

  Electricity    Natural gas  Company-owned cars  Refrigerants   Other
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TCFD REPORT

By the end of 2022, 58% of our electricity was from renewable or clean sources (CY2021: 29%), benefitting from increased 
use of renewable tariffs, as well as the solar systems installed at our Sri Lankan site last year. Now that all phases of the 
installation are up and running (the last phase was completed in January 2023), we expect that solar system to provide 
over 50% of the site’s power requirements. The installation of the roof-top solar systems in our facility in Thailand is also 
now complete, and the site will be energy self-sufficient in normal circumstances going forward. We expect to increase the 
proportion of renewable electricity used by the Group further this year, moving closer to our 2025 target of 80%. 

Energy consumption during 2022 was 4% lower, despite acquisitions and strong manufacturing output. As a result, 
energy intensity fell by 18% year-on-year, well ahead of our 10% target by 2030. We continue to find ways to reduce energy 
consumption, with 35 of our 56 sites having now conducted an energy audit. Recommended energy efficiency projects are 
being prioritised and rolled out at these sites.

During the year, two more sites achieved ISO 14001 Environmental Management System accreditation, which means more 
than half of the Group’s facilities or 59% of Group revenue are ISO 14001 accredited (CY2021: 61%). The percentage of revenue 
was lower than the prior year because of the revenue mix.

Carbon emissions CY 2019 CY 2020 CY 20215 CY 2022

Scope 1 2,742.01 1,644.70 2,134.87 1,295.09

Scope 2 7,895.54 6,732.61 6,375.04 3,753.09

Total Scope 1 & 2 (tCO2e) 10,637.55 8,377.31 8,509.91 5,048.19

Carbon intensity2 23.05 18.54 15.45 11.44

Discontinued operations1 (tCO2e) (1,247.36) (792.99) (764.42) –

Scope 1 & 2 – continuing operations 9,390.19 7,584.32 7,745.49 5,048.19

Carbon intensity2 – continuing operations 31.57 25.40 20.46 11.44

Acquisitions4 (tCO2e) (810.61)

Scope 1 & 2 – like-for-like 4,237.57

Carbon intensity (tCO2e / £m revenue)3 10.84

Notes:
1 Vertec SA and Acal BFi were sold in January 2022 and March 2022, respectively 
2 Carbon intensity is calculated by dividing Scope 1 & 2 emissions by Group revenue in the calendar year. Group revenues for CY2019 to CY2022 for continuing 

operations were £297.4m, £298.6m, £378.6m and £441.2m, respectively
3 CY2022 Group revenue on a like-for-like basis was £390.9m
4 Our net zero Scope 1 & 2 targets were set based on CY2021 figures. For the purpose of reporting, acquisitions after 31 December 2021 will be shown separately to 

show the underlying performance  
5 CY2021 market-based Scope 1 & 2 emissions have been restated to include Phoenix America (not included in last year’s reported figures due to lack of data).

Unless stated, all figures in the table below are on a continuing operations basis (i.e., excluding disposals but including 
acquisitions).

Net zero KPIs CY 2021 CY 2022 Target

Carbon reduction - absolute (Scope 1 & 2) n/a 35% 65% reduction by 2025

Energy intensity - continuing operations 
(kWh/ £m revenue) 65,308 53,780 10% reduction by 2030

% electricity from renewable / clean sources 29% 58% 80% by 2025

Energy audits1 53% 63% 80% by 2025

Company cars (EV/hybrid)2 26% 33% 50% by 2025

ISO 14001 accreditation3 61% 59% 8 80% by 2025

Notes:

1 Measured as a % of the number of Group sites that have had an energy audit since 2018

2 Measured as the % of Group company cars that are electric or hybrid

3 Measured as a % of Group revenue generated by operations with a ISO 14001 accreditation. CY22 reported figure of 63% has been restated 
to include all acquisitions since 1 January 2020.

84



Scope 3 
This year we completed our first 
Group-wide exercise intended to 
capture data on all of our CY2022 
Scope 3 emissions.  As this was the 
first time this exercise was conducted, 
there were certain limitations to the 
methodology used, as described 
below.  However, the exercise sought 
to cover the entire Group (100% of 
all Group companies) and include as 
many of the sub-categories within 
Scope 3 of the Greenhouse Gas 
Protocol methodology as possible. Like 
Scope 1 & 2, Scope 3 emissions were 
reported on a calendar year basis, from 
1 January to 31 December. This differs 
from our financial year to be consistent 
with previous emission assessments.

There were two key elements to the 
exercise in our first year:

 ■ To identify the categories and sub-
categories that are most relevant 
and material to the Group

 ■ To identify the challenges faced in 
the accurate and comprehensive 
collection of Scope 3 data and help 
prepare the Group to complete this 
more efficiently and systematically 
in future

A summary of the key findings is as 
follows:

 ■ Our CY2022 Scope 3 emissions were 
c. 70,000 tCO2e, comprising over 
90% of the Group’s total emissions 
across all of Scope 1, 2 and 3

 ■ The largest category of Scope 3 
emissions was from purchased 
goods and services (Category 1), with 
that category alone representing c. 
75% of total Scope 3 emissions

 ■ The second largest source of  
Scope 3 emissions was freight 
(Categories 4 and 9). At this initial 
stage, it is not possible to distinguish 
between those two categories,  
so they have been recorded  
and reported together under 
Category 4. Together they comprise 
c. 18% of total Scope 3 emissions

 ■ The third largest source was 
employee commuting, slightly 
under 3% of total Scope 3 emissions.

In terms of the methodology used to 
calculate our Scope 3 emissions:

 ■ For Purchased Goods and Services 
(Category 1), the analysis used 
spend-based data relating to 
the type of goods and materials 
purchased at a generic level (for 
example, copper, aluminium, 
plastics, paper, etc.).  That data 
was then aligned to standard 
industry classification (“SIC”) codes, 
and the combination of those 
SIC codes and the spend data 
was used to generate the tCO2e 
figures reported. This is in line 
with the GHG Protocol reporting 
methodology but is less accurate 
than supplier-specific data (where 
such data is available).  It also relies 
on the correct SIC codes having 
been applied.  Given that this was 
the first year collecting the data, we 
assumed there would have been 
some misclassification, which we 
expect to become more established 
and accurate as we continue to 
refine our methods and processes 
in the coming years

 ■ As noted above, the data currently 
available did not enable us to 
confidently distinguish between 
freight in Categories 4 and 9, so 
these were recorded together.  
Again, we expect our internal data 
collection to improve over time such 
that we can report these separately 
and more accurately in future

 ■ In the employee commuting 
category, rather than the figures 
being calculated at an individual 
employee level, each of our 
operating businesses provided 
estimates for both the “average” 
employee journey to work via 
each mode of transport and the 
number of people using that mode 
of transport.  While this data was 
collected at an individual operating 
business level, it nevertheless relies 
on the estimation being reasonably 
accurate.

Despite these limitations, the exercise 
has provided us valuable insight into 
the emissions within our value chain. 
In particular, it has highlighted where 
we should focus our efforts going 
forward, both in ensuring the accuracy 
and completeness of the data 
collected and also in terms of where to 
target future emissions reductions. 

We recognise that this is an iterative 
process, and our methodology and 
systems will be refined over time.  
However, within the next 12 months, 
we aim to:

 ■ Improve our knowledge of Scope 3 
emissions, both at a Group level and 
within each of our businesses

 ■ Start upgrading our systems and 
processes to enable this data to 
be captured more accurately and 
efficiently going forward 

 ■ Complete the equivalent exercise 
for our CY2023 Scope 3 emissions

 ■ Develop an SBTi-aligned reduction 
plan for our Scope 3 emissions. 

Building on our existing plan to 
achieve net zero emissions by 2030 for 
our Scope 1 & 2 emissions, this work 
will help us achieve our ultimate goal 
of becoming a net zero emissions 
business across all Scopes 1, 2 and 3 
by 2040.
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TCFD REPORT

A summary of each of the categories within Scope 3, and their relevance and materiality to us as a Group, is provided below:

Category Description Screening criteria
Percentage of 
Scope 3

1 Purchased 
goods and 
services

Extraction, production, and 
transportation of goods and 
services purchased

c.90% of total Group purchased 
goods spend based on standard 
industry classification (“SIC”) codes

75.2%

2 Capital goods Extraction, production, and 
transportation of capital goods 
purchased

Not captured this year but intend to 
assess in future years

–

3 Fuel- and 
energy-related 
activities

Extraction, production, and 
transportation of purchased fuels 
and energy that are not already 
accounted for in Scope 1 & 2

a) Scope 1 & 2 Well to Tank (“WTT”)

b) Transmission and distribution

c) District heating distribution

2.6%

4 Upstream 
transportation 
and 
distribution

Transportation and distribution of 
products and services purchased

Upstream emissions of lorry, sea, 
air, and rail freight purchased by 
the Group (excluding those paid by 
customers or suppliers)

18.0%

5 Waste 
generated in 
operations

Disposal and treatment of waste 
generated in operations

0.2%

6 Business travel Transportation of employees for 
business-related activities in vehicles 
not owned by the Group

Business travel in employee-owned 
cars, hire cars, flights, taxis and 
ferries

1.5%

7 Employee 
commuting

Transportation of employees 
between their homes and 
workplaces

Estimated by each operating 
business

2.5%

8 Upstream 
leased assets

Operation of assets leased by the 
Group that are not included in 
Scope 1 & 2

Not applicable N/A

9 Downstream 
transportation 
and 
distribution

Transportation and distribution of 
products sold by the Group

Included in Category 4 –

10 Processing of 
sold products

Processing of intermediate products 
sold by downstream companies

Our products can be used in a 
wide variety of applications and 
typically form a small part of the 
end product, which together make 
this category difficult to calculate. 
Once data collection for the other 
categories is more established, the 
intention will be to reassess this 
category

–

11 Use of sold 
products

End use of goods and services sold See category 10 above –

12 End-of-life 
treatment of 
sold products

Waste disposal and treatment of 
products sold

See category 10 above –

13 Downstream 
leased assets

Operation of assets owned by the 
Group and leased to other entities

The Group does not have 
leased assets

N/A

14 Franchises Operation of franchises The Group does not have franchises N/A

15 Investments Operation of investments The Group is not involved in 
financial investments

N/A

100%
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